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VIA HAND e

John M. sipple, Esq.
Federal Trade Commission
Premerger Notification Office
Room 303

601 Pennsylvania Avenue, N.W.
Washington, D.C. 20580

Re: Proposed Reorganization of-

Dear Jchn:

Dick Smith suggested I send this letter to you since he
is on vacation this week. On June 27, I discussed the following
transaction with Dick: 1In anticipation of going public, a client
is planning to reorganize a corporate enterprise it controls
through a number of holding companies. As part of this
recrganization, our client’s two minority partners in this
enterprise will have their interests in several affiliated
entities withdrawn and replaced with additional securities in the
top tier holding company. At the end of the day, the two
minority shareholders will have the exact same economic interest
in the overall venture.

While the minority shareholders’ acquisitions of
additional securities in the top tier holding company are
potentially reportable transactions, we believe that Section 7A
(c) (10) of the Act and Rule 802.10 should exemnpt these
transactions because the indirect interests of the minority
shareholders in the relevant operating companies do not change.
The acquisitions have no possible competitive significance, and
requiring filings would elevate form over substance, Further, as
is described below, there still may be an HSR filing in
connection with another aspect of the reorganization.
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our client has authorized us to describe the facts of
the reorganization nore specifically, which we do below.

combined and reorganil
As part of this consolj
ntrolled by ' a of
ﬁwill acquire i w which
also is controlled by However -- despite the ract
that this transaction ical acquiring and acquired
persons -- it is our understanding that an HSR filing may be
necessary for this acquisition because intra-person
i 802.30, may not apply, since is not controlled by
ﬂby virtue of the ownership of voting securities, but
rather rough partnership interests. (If this tentative

conclusion is not correct, please advise.)

The chart attached he as Exhibit A shows the
current ownership structure o
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! A registration statement has been submitted to the SEC.
Also, FCC approvals will be reguired.
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In the reorganization, on thg
become a 100%_subgidiary o In e3

artnership interests,
Wi acqui additiona

e“i}l own 12.5%
)

At the end of
each will 1

i nd a 25% interest ir*nd thus the
reorganization does not increase their ecoliomic interest in

either entity. (In fact, because the reorganization and the

public offerj | occur simultaneously, the
. combine hares hill be less than
25%, pro y around 21% (10.5% each)).

ile the economic interests are the san
ach will acquire additional shares i
in each owning more than $15 million and more t

revious HSR filings have been reguired fo
interests here.) The Section 7A(c) (
isitions because they do not increase the
‘indirect interests in the operating
(Section 7A(c) (10) exempts adcquisitions
increase irectly or indirectly" the acquiring
person’s per centum shares of the "issuer.") For that reason,
they should not be required to fi ification and Report
Forms. Their increase in shares mwhich is only a holding

company, is essentially a2 formality and should not create a
filing obligation here.

Similarly, the FTC Premerger Office Staff informally
has applied 7A(c) (10) and Rule 802.10 to spin-offs where
shareholders of an existing company acquire, on a pro rata basis,
shares in a new entity created by the existing company, even:
though the new shares are in a different "issuer." We believe
that that reasoning should apply here, especially because there

is absolutely no competitive significance to the proposed
recrganization.
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We spectfully request your agreement tha-
and ﬁo not have to file in the circumstances described
above an led in the attached exhibits. S

attachments
cc: Richard B. Smith, Esq.
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